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Motorola believes that it is up to the CommiSllion to set guidelines for compatibility,
quality of service, and compliance with cellular objectives. The indu.stry should then
work within that framework to develop specific standards meeting those goals, The
CommiSllion should ultimately sanction the results, but indu.stry should take responsibili
ty for development of the standards,

In adopting replations in this proeeeding. the Commission must consider and enfon:e
the nation's antitnlSt politi.. Competition in telecommunications could be endangered
by cellular systems in several ways, such as c~subeidization,discriminatory practioe:l.
and vertical integration. In order to address these potential problems, the CommiSllion
should permit wireJine carriers to operate cellular systems only through fully separated.
arms' length subsidiaries; operators of cellular systeIN should not be pennitted to
proVide' or maintain mobile units or manufacture any radio equipment and cellular
systems, should not proVide dispatch services. .

Motorola does not believe the Commiasion can preempt all regulatory power over
cellular systems. The Commission can, however, establish jurisdiction over entry. It can
set the criteria that an applicant must meet. In selecting from competing applicants, the
Commission should streamline its prooedu.res; a lottery may be a desirable approach,
although there is legal uncertainty involved.

National Aeronautio and Space Administration (NASA)

NASA believes a commercial mobile satellite service, augmenting and integrated with
a terrestrial mobile service can help achieve the Commission's objective of a compatible
nationwide mobile radiotelephone service based on the cellular concept. It may also have
applications in the areas of dispatch. interstate trucking, paging, national security, and
emergency response. An effective system for emergency response communications must
be able to operate anywhere at any time, despite outages in the ten-estrial communica·
tion.s network.

Space communications techniques can extend mobile radiotelephone service to areas
.....ith low population density, where cellular serVice is unlikely to be available. Enlarging
cell size as a response to decreasing traffic density is limited, in ten-estrial systems, by
propagation mechanisms; in satellite systems, however, areas as large as necessary may
be served by a relatively ~nstantsignal level.

The band 806-890 MHz was made available for mobile-satellite services in Region 2 by
the 1979 World Administrative Radio Conference. There is substantial private sector and
intemational interest in developing the mobile-satellite concept, and NASA is conduct,.
ing studies for its implementation. NASA asks that the Commission make no decision in
this Docket that would foreclose the poe.sibility of a mobile-satellite system economically
operating in the 825-845 and 870-890 MHz bands or in any other portion of the 806-S9O
MHz bands.

National A"sociation of Business and Educational Radio; Inc. (NABER)

NABER is an association representing members with interests in the Bu.siness Radio
SerVice and in private land mobile radio; it is also a Business Radio SerVice frequency
coordinator. NABER's comments concern the allocation of frequencies from the 8)()
MHz reserve band.! for cellular service and the provision of fleekall dispatch service by
cellular systems.

Release of 20 MHz of additional spectrum for use by oellular systems at the present is
unnecessary. premature. and excessive. There hall been no public: need demonstrated that
would ju.stify additional allocations. The Commiuion should authorize to any cellular
operator only as much spectrum as is needed. NABER is concem«l that if this spectrum
is reallocated for use by oellular systems, the bu.siness radio user will be forced to meet
his needs by accepting eervice from a common carner. Users should rather be able to
choose from among leveral operations-trunlced, conventional, and cellular systems.

116 F.C.C. 2d
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Cellular systems were intended to accommodate public demands for radio telephone
service primarily, and only secondarily to provide a limited form of dispatch service.
Conversely, a business radio user primarily needs dispatch service and has only an
ancillary need for interconnected mobile telephone service. A major charactemtic of a
d~patch system is fleet calling. The reasons for not allowing fleet-all dispatch on
cellular systems have not changed; cellular systems' efficiency will be substantially
reduced by using multiple full-duplex channels for fleet calling. Accordingly cellular
systems should not be permitted to offer fleet-all service.

National Association of Regulatory Utility Commissioners (NARUC)

NARUC believes that the market within which cellular systems will compete includes
conventional common carrier two-way mobile service because both services seem to meet
the same need. The actual degree of competition between the two depends on the C!"OI&

elasticity of demand between them; this is difficult to predict. Cellular service is likely to
be more expensive at the outset than existing services; however, the frequencies for
conventional services are limited, resulting in a backlog oC applicants Cor service in many
areas, which may mean that the higher rates for cellular service may not be a factor. The
improved quality of cellular service may alS\) justify the higher rates. U1ti~tely the coat
of cellular service may go down due to economies of scale, resulting in a high degree oC
cross~lasticity with conventional service. Wireline local exchange service will not
necessarily be within the relevant market in the near future, but it is certainly within
the potential relevant market.

NARUC believes the market definition has a direct bearing on the islue of
federal/state jurisdiction. Cellular systems will be actually competing with existing
common carrier mobile systems currently under state regulation. To accord direct
competitors differing regulatory status is unfair and unjustified. The Commillion's
attempted distinction between the two-that traditional mobile tervices are priman1y
local, while cellular systems serve both local and national purpoees-is a ditferuoe more
of degree than of kind. Individual cellular systems will be primarily local in .1Mt they
serve particular geographical markets like local exchanges. Section 221(b) of tIM A& ill a
clear statement that Congress did not intend to 'preempt state regulation of moIliIe
common carriers.

The potential for competition with the local telephone exchange also providM • strong :.
argument against preemption: if cellular systems make possible the creation of a .
substitute for the local exchange network, the states clearly have authority to regulate
them under Section 221(b).

The Commission's concern about incompatibility between federal and local regulations ~~
is no justification for preemption. The states have nol operated to frustrate the .
development of traditional service, and they have neither the incentive nor the desire to .
burden the development of cellular service. State policies have served to foster .
competition in the conventional mobile market, and will do so in the cellular market.;:

National Telecommunications and Information Admin~lration (NTIA) :;

The service advantages of cellular technology over that currently employed in mobile.~
radio services in high density markets are well known. Since 1968, cellular technology l

has given every indication of being an economically viable and spectrally efficient meaJI3 ~

of delivering telecommunications services to lhe public. Alter twelve years of policy:'
study, it is time that th~ technology be allowed to deliver its intended services. NTIA'I i
fundamental concern, therefore, is that judgments should be balanced in favor of ':
delivering this technology to the communications marketplace. ~:H

"~~'

We view cellular as a competitive 5ervice, at least in the near term, and see no need.for~

entry, exit, or rate regulation oC providers, regardless of the market structure telected.j:
Cellular systems will offer service oC a similar lcind, priee-competitive with exiatiDi;j
common carrier mobile service and far superior in quality; NTIA expects cell~4.

I"
~
·Ito;-l'!:°,
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services to quickly take customers from these existing services. The cellular systems will
aIJo be in competition for dispatch services with SMRs; this competition is a healthy
proepect aDd in the public interest. The likelihood of competition with wireline local
exchaDfe Mrvice it not easy to predict, because local exchange rates do not necessarily
reflect costs. In the mort term, NTIA does not believe the cellular system will be
competitive with wireline: in the long nin cellular mJly be coskompetitive, but the
d.,ree of competition cellular can offer in large markets will be limited by the amount
of spectrum available. The speculative polIlSibility of long tenn competition between
cellular and wireline does not warrant banning wireline carriel'3, or overly restricting
them in the provision of cellular services.

Because NTIA views ?lllular as a competitive service that should be unregulated, it
advocates preempting state exit and entry regulation, but not rate regulation, at thit
time. It would, however, strongly urge the states to forebear from economic regulation
of these tervices.

The market structure for cellular service should vary with the traffic densities in
particular service areas. In high-<lensity areas a truly "bona-fide" cellular technology it
needed. NTIA tentatively concludes that loeses in ultimJlte cell traffic capacity (due to
loues in trunking efficiency) aDd increased facilities costs for multiple cellular systems,
when balanced against benefits of added competition, dictate that no more than two
service providel'3 be permitted in such areas. In moderately dense areas, cellular
compatible s)'lltems could be permittad. Here, added competition beyond two providel'3
may be poasible, depending on the reduced facilities costs. .As traffic density further
decreases to rural levels, cel1ular-c:ompatible technology shouJd still be required to satisfy
the goal of nationwide compatibility but the market itself will limit the number of
competitol'3 to less than the frequency allocations would otherwise allow.

While NTIA believes that no more than two entities should be basic system operatol'3
in a high-density area, the marketing and tailoring of cellular service to end UMl'3 can
and .hould be performed by multiple competing resale entities. Basic system operatol'3
should be prohibited from restricting the resale and sharing of celluJar capacity. The
basic system operatol'3 inay themaelves participate in selling to end users' if there are
adequate safeguards to insure they do not unfairly disadvan~outside resale entities.
NTIA does not support restricting an underlying carrier to "wholesaling.". -~ .. .

NTIA believes 'that dominant cam.,., should be required to establith separate
subsidiaries for competitive services such as cellular. The existing prohibitions on
wirtline providel'3 in the mJlnufacture, sale, and service of cellular mobile/portable
equipment should be removed, consistent with the Commission's general deregulatory
policies. There ,should likewise be no'prohibitions on the manufacture, .sale and service ot
base station and switching equipment Furthennore, NTIA oppoees the forced licensing
ot cellular technology. ..' .

The binest obstacle to expeditious provision ot cellular service in the marketplace is
the potential for comparative bearings between mutually exclusive applications. To
provide a fair opportunity {or all to compete {or spectrum space while taking reasonable
stepa to insure that the assignment proces.s moves forward expeditiously, NTIA (avol'3 a
modified vel'3ion of the first hybrid approach propoeed in the NOI/NPRM. This would
entail special proceSsing criteria; a boatd either to make the decision or itolate factual
issues: in the event the board found equivalency, an award made among equally ranked
applicants by lot; and in the event oC a factual issue, an expedited bearing process on the
issue or issues, with specified time periods. In addition, the even split in frequencies
between wireHne and radio common carriel'3 previously establithed by the Commission
should be followed here.

NTIA believes standani signalinr, channel assignment and se~up protocols at the
ba.5e-mobile interlace should be mandated to insure nationwide compatibility. There
should be no rtBtriction on. til. provision of dispatch eervice, including f1eet-caIl, by
cellular systems. Cellular systew are less efficient handJel'3 ot f1eet-cal1 dispatch than

86 F.C.C. 2d

~.,.:
-"}
.j
:)

~
,j
.tj

regulations t
~trate the i
he desire to t
I to fOllter ,"T

Jar market. 1

li• .,.....i
technology ..:
ientmeans
'$ o{ policy
es. NTIA's
1 favor of

'::8 includes'
,m to meet
. the croat
is likely to
tencies for
:e in many
:actor. The
lly the cost
t degree o{
e will not
:n1y within

) issue of
:h existing
:on:! direct· .i
.mmission's ;
! primarily
rence more

'-' 1 that they
the Act is a
I of mobile



NEGA urges the Commission, in devising spectrum allocation, standards, and policies
for cellular systems, to retain sufficient flexibility to permit and encourage the
development and use of new technologies and new systems. Although the Commission
has been willing to revise many of its original concepts, it has never abandoned its
commitment to encouraging the pursuit of new and different approaches to cellular
service. The fact that cellular service is ready for commercial operation does not mean
that the Commission should foreclose the development of possible alternatives to present
cellular technology. Some reasons for continuing to look at alternatives are that cellular
systems may need decreasing amounts of spectrum and that there may be an increaainr
need for local communications but a less certain demand for nationwide-compatible
communications.

conventional systems, and the marketplace is likely to direct most fleet.-call lISen to the
more efficient, and therefore less expensive, private systems. Cellular subscribers should
not be denied the opportunity to use the cellular system for occasional fleet calls.

NTIA feels strongly that the 20 MHz reserve should not be released at this time, but
that cellular systems experiencing or anticipating saturation in major market areas
should be required to meet the situation by cell size reduction until further reduction is
impractical.

NEe America, Inc. (NECA)

NECA, a wholly owned subsidiary of Nippon Electric Co., Ltd. (NEC), is a
manufacturing and marketing company specializing in high technology industrial ud
consumer goods. NEG has participated in the development of mobile telephone systems
in many nations, and in development of cellular-type systems in Japan, Australia, and
Mexico.

Accordingly, NECA believes the Commission should retain its allocation of 40 MHz for
"original" cellular systems (those consistent with the final policies to be adOp~,iD this
proceeding), but allocate an additional 20 MHz from the reaerve bands for. "'ut.r
"pool." From this "pool," an additional 10 MHz would be available for...,nJa ~
"original" cellular systems, and 10 MHz would be for the development of ..~ti.,...
cellular systems. After five years the Commission would revisit the a1loca&fon of the
"pool" frequencies. NECA submits criteria for judging whether particu1It alternative
systems should be licensed; generally, any such system must be a bona fide alternative,
and compatibility with "original" or other "alternative" systems would be unnecessary.

NEGA believes there is a significant likelihood that alternative systems would be
developed under its recommended approach. It describes the cellular system that NECA
advocates; this system, while cellular in concept, utilizes lower signaling speeds than the
AT&T and Motorola systems, and is not compatible with them.

NEGA requests that the Commission hold oral arguments before adopting rules and
policies for cellular systems.

Radio Broadcasting Company (RBG)

RBC is a radio common carrier operating in Pennsylvania, Delaware, and New Jersey;
it is also a Specialized Mobile Radio System operator in Philadelphia and New York City.

RBC believes the Commission should make separate 20 MHz allocatiollS for cellular
systems to be operated by wireline and non-wireline carriers, with 20 MHz allocated IS a ~

reserve pool for cellular expansion.

The Commission should not permit cellular licensees to manutacture mobile or base
station equipment; otherwise there would be the potential for crou-subeidization by
licensees with large manufacturing subeidiaries. If licensee's manufacturing entities arei
permitted to engage in the manufacture of cellular equipment, they should be requind .~
to sell to others at the same price as to their cellular entities. Mobile units shouid be ~

•r
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unbundled and de-tariffed. The Commission should not allow any restrictions on resale of
cellular aervice, as resellen could, in some instances, compete with the underlying
carriers by providing more personalized aervice.

RBC oppoMS total FCC preemption of state authority over cellular aervice. While it
would be reasonable for the FCC to preempt technical standards to achieve nationwide
compatibility, the states should be allowed to regulate entry; since cellular aervice will
undoubtAldly be otfered under state tariffs the states should retain authority over who
becomes a carrier.

While eelction of a licensee from competing applicants by the comparative hearing
prooeea is difiicult, RBC does not believe the Commission should abandon this process.
RBC supports the Commission's propoeed methods for streamlining the process, with the
ex~ptionof eliminating crou-examination.

RBC supports the establishment of a nationwide compatible mobile telephone system.
It does not Me a need for requiring all mobile and portable units to have all~annel

capability. however, because of the cost. RBC also oppoees lifting the prohibi.tion of fleet..
call dispatch service on cellular systems, in view of the investments made in private SMR
systems in reliance on the Commission's prior policies.

RCC of Virginia, Inc. CRVI)

RVI is a radio common carrier operating in various communities in Virginia; it has also
filed an application for a developmental, cellular-compatible system in the Norfolk,
Virginia area. RVI supPorts regularization of cellular operations, but believes that
development should be continued. The adoption of rules and rerularization are not
incompatible with further experimentation. Further development is particularly needed
in small and medium markets, where less expensive technology may be able to provide
adequate, compatible service.

Rochester Telephone Company (Rochester)

Rochester, an independent telephone company, is generally enthusiastic about cellular
service. It is, however, concerned that treaty obligations may limit frequency availability
near the Canadian border due to potential interference with Canadian television; this
issue should be resolved in this proceeding.

The primary service to be affected by the introduction of cellular aervice will be
conventional twO-way mobile telephone service. Cellular will not be completely
substitutable for conventional mobile telephone service until enough cellular systems
hAve been established for an effective roamer capability to exist. While cellular service
may eventually compete with wireline service, this will not take place for many yean
due to its cost.

Rochester believes that the Co~mission should authorize two or more carriers per
market, each being authorized no more than 20 MHz initially. The marketplace should
determine the number of entrants, and the Commission should not limit the number
artificially. To accommodate a maximum number of entrants the Commission should
assign each entrant no more spectrum than it needs. In order to encourage competition,
there should DOt be rules handicapping wireJine carriers wishing to enter the market. A
separate suWdiary requirement would be inconsistent with the Second QnnpuUtr
Inquiry; Mparate accounting treatment should be sufficient.

Applicants should be required to disclose their financial and capital strUcture. a plan
for providing service, and a demonstrated knowledge ot the business.

Because cellular service will not offer effective competition to wireJine service,
wireline euriers should DOt be restricted in their ability to provide it. Wireline carrien
should be permitted to offer iervice both within and without their franehiled service
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Rogers Radio Communication Services, Inc. (Rogers)

Rochester see3 no benefit in restricting cellular licensees or their affiliates in the
supply or maintenance of mobile equipmenl By unbundling and de-tariffing the mobile
unit the commoo carrier would be able to compete meet effectively; carriers should be
given the option of· tariffing the mobile unit, however. Rochester agrees with the
Commission that proscriptions on resale would limit the options available to consumers,
and it believes resellers should be unregulated.

Rochester questiOll3 whether state reg'lllation of entry is nec;essary if competition j., to .f
be the nonn. It supports FCC preemption of jurisdiction over teclmical standards and'
entry.

A selection from among competing applications should be made, ·after an initial
determination of qualifications, by auction or lottery. Letting market forces govern the
participants would provide the most options for the consumer.

:t
Rogers, aradio common carrier in Chicago, IlIinoj." believes the market in which

cellular systems will compete is an expanded two-way mobile and portable public
telephone markel If priced to be compensatory, cellular service should compete in only a .'
slightly cross-elastic manner with wireline telephone exchange service and conventional
mobile telephone service. Cellular service may poesibly be useful in lie.u of wireline at .~~
temporary locations or in some ruralll.l"e8.S, but will not be fully coskompetitive with:,;
wireline in general.

1I.l"e8.S. This may sllow the development of cellular s-ervice in areas that would otherwi.ge
be unserved.

With regard to the establishment of competing cellular systems within a market,
Rogers oppoees any preferential treatmentt such as a separate channel group assign- l~fI.

ment, for wireline carriers. Radio common carrien have competed vigorously with each ?
other for their limited channel allocations in the past, while wireline carrien were .~

guaranteed frequencies from their exclusive allocations. Despite thi! handicap, RCCc :.~

have served more subscribel'3 than the wireline carriers. The Commission should initially ~.

l~mit the eligibilitr of applicants f.or cellu~ar authori%.a~ions to :hoee who are p~~t1y .it
hcensed and certificated DomestIC Pubhc Land MobIle Service operators. limIting 11
eligibility in this way for the fIrst three years would reduce the number of competing ":{I
applicants, yet insure the existence of a pool of qualified providen of mobile telephone ::1
service; thj., closed entry period would permit prompt cellular development.Rogers .~~

vigorously opposes the "unlimited entry" ~Iternativedi5c~ in the NOI/NPRM. . .i
During the first three years, Rogen would also restrict· any applicant (and its ~

affiliates) to no more than five 'of the thirty I~t, an~ no more than five smaller, 3~,
markets. Rogel'3 would require a wireline carrier to establj.,h a separately manage:! .~"

subsidiary for cellular service; this j., essential for insuring fair competition. ManufadUr~ ;1
ers of mobile radio equipment should be precluded from being cellular licensees. ~
Furth~rmore, AT&T and GTE should be prohibited from supplyi~g mo~ile units .~ lJ
8ubscribel'3. . 11-

Rogers believes cellular li~rt5eeSshouldbe required to p~vide base station services'~j
other camel'3 for resale. If wireline carriers choose to offer cellular service only 011 a i
wholesale basis, they should be able to do so directly, without .. separate subsidiary; ieT.
they choose to market equipment and service on a retail buis, however, they must do 1101>
through separate subsidiaries on an arma-Iength buj.,. Ragen oppoees any limitation 011 .•

f1eet-ca1l dispatch or conference call service. . . ;-
. .' .'. ~

The Commission should not utilize chance to select from among competing applicants.·
They should be compared in an expedited proceeding, based on their pa.st perfonnance in
the DPLMRS, their financial and managerial strength, and their initial and long-range
growth plans. Rogers opposes federal preemption of state jUl'illdietion over entry, rates,
and earnings of cellular carriers. It is unlikely that state entry regulation would confli~

86 r.c.c. 2d
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with FCC objectiv~; since there already exist many state certificated entities, such
problems, if real, would affect only new entranu, and would not delay the provision of
cellular senrice to the public by existing common carriers.

Southern Pacific Communications Co. (SPCC)

SPCC, a specialized common carrier, believes cellular communications technology has
grut potential 83 an alternative to the wireline local exchange. The relevant market for
cellular systems is much broader than the common carrier tw()oway mobile market.
Cellular systems, 83 well a.s conventional common carrier mobile systems, are within a
broad class of "exchange access services." This cla.s.s includes, a.s well, rural radio services
and wireline telephone exchange senrice. Even if cellular is not viewed as a replaeement
for wireline access, it is an enhancement of wireline exchange service. Accordingly, the
Commi.ssion should consider the potential extension of market power of monopoly-based
wireline camers when determining policy in this area.

Wireline exchange operators will have the incentive to limdt the uses for cellular
systems to those that impinge least on their established investment and to control
exchange access for the same reason. SPeC therefore urges the Commis.sion to allow a
wireline camer to operate a cellular system only if no other carriers apply to serve the
area. SPCC would also set limdts on the number of markets a single carrier would be
permitted to serve: no more than one of the ten largest, and no more than three of the
fifty largest

SPCC supports licensing a.s many competing systems in a single market as possible.
There must, however, be provision for efficient and nondiscrimdnatory access to the
wireline exchange.

The Com'Tlission should, 83 it proposed, establish only the"mdnimum technical standards
needed for maintaining signal quality, insuring nationwide compatibility, and set the
qualifications for becomdng a cellular operator.

SPCC does not believe there should be any restrictions on the use of cellular service.
Resale should be permitted, and non-mobile uses should be al10wed to develop if such a
market exists.

Special Indust.rial Radio Service Association, In<:. (SIRSA)

SIRSA i8 an association of radio users in the Special Industrial Radio Service and the
frequency coordinator for that service. SIRSA believell that cellular service will not
neeeasarily best serve the mobile communications needs of the public in the futun!, but
that privately operated systems will continue to serve substantial segments of the public.
Private systems have been the superior mode of communications for many users; unless
and until cellular systems can provide the same quality they will not be a viable option
for many.

In view of the uncert.ainty of the future demand, SIRSA questions the advisability oC
allocating 20 MHz of reserve spectrum for cellular systems. Until the quality and cost of
cellular senrice C3n be weighed by the public any allocation of scan:e reserve spectrum
would be premature. SIRSA also qUelltions whether 30 kHz channeling, as proposed, is
efficient, in view of the 25 kHz channel spacing used in private 800 MHz systems.

SIRSA urg~ the Commdssion to retain the prohibition oC f1eet-<:a.1l dispatch on cellular
systerm. The intensive use of cellular systems for fleet calling would contradict the
purpose of cellular-to promote spectrum efficiency.

SIRSA supports broad federal preemption in order to est.ablish uniform entry criteria.
It opposell the use of auctions or lotteries to select licensees, however.

The Commission should authorize more than one carrier per market in order to promote
user choice and obtain the benefiu of competition. It appears that the appropriate
structure would be two licensees in a market, each authorized to use 20 MHz. SIRSA
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believ~ that ....ireline carrie~ should be subject to organizational separation if
appropriate for the de\'elopment of a competitive market.

Star Communications Company (Star)

Star, which is planning to become a Specialized Mobile Radio operator, opposes
allowing cellular systems to provide dispatch communication.'! as a primary function,

Telocator Network of America (Telocator)

Telocator is the national council of the radio common carrier industry, The RCCs will
be vitally affected by the introduction of cellular service because only by becoming
cellular canie~ can the ReCs expand their present service offering'.! or even continue in
the business of mobile telephony.

Telocator supports licen;sing up to two cellular systems per market. The present 40
MHz allocation cannot be divided among more than two carriers if each carrier is to have
sufficient channels in each set for trunking efficiency. This is true because dividing the
666 channels available in the 40 MHz allocation into three blocks results in 222 channels
fier carrier; yet each carrier would require either 309 or Z73 channels to have 21 set-up
channels and either U or 21 sets of 12 trunked voice channels, under the Motorola and
AT&T system coniigurations,

Telocator belie\'es there would be no significant cost penalty in licensing two 20 MHz
systems instead of one 40 MHz system. It disagrees with AT&T's assertion that a 20 MHz
system would be more than twice as expensive as a 40 MHz system, because the cost
increase projection is based on certain assumptions about system design rather than the
inherent characteristics of a cellular system.

While the benefits of even limited competition outweigh any asserted benefits of a
monopoly system, Telocato~ opposes the unlimited entry alternative. Such a proposal is
based on trafficking in spectrum, which is-contrary to the Act, and is antithetical to the
efficient operation of a true cellular system. The Commission cannot have it both waY';
if it is going to mandate cellular, it must make enough spectrum available to each
licensee to make cellular a \;able proposition.

Telocator does not believe it is necessary to reallocate reserve spectrum for cellular at
this time. The reser.e bands should be repositioned between bands reserved for the two
competing cellular systems, however, to afford the Commission flexibility in assigning
spectrum for ceUular expansion or for other uses. "~

0+
For purpoges of detennining the competitive impact of cellular sY'tems, Telocator

finds three relevant markets: long distance transmission service for mobile telephone
originated or terminated calls, wireline telephone exchange service, and common carrier '
mobile telephone service. In the long distance market, the specialized carriers are likely ;
competito~ to AT&T for the provision of the interexchange portion o( cellular service. ,
While independent cellular providers will respond to competitive incentives and seek out ~

preferable interconnection arrangements, however, Bell operating companies will likely,:
use only the AT&T Long Lines network.

As to the wireline exchange market, Telocator CCJmpares three cost elements with the :~
cost of mobile telephone service. The basic service charge for wireline bll3iness service ~
and mobile telephone service are comparable. Mobile unit equipment costs substantially ~

exceed wireline terminal equipment costs, ~ut while this disparity is expected to diminish .;
over time, the mobile unit cost is likely to be the dominant factor in mobile telephone '1
service. The thin:! element is the usage sensitive charges. The pricing structure for~ .j:,
can serve to limit substitutability of cellular service for wireline service; (or example, a ~
three-minute minimum airtime charge, as in the Chicago system, can make a short call ~
much more expensive over a cellular s}'3tem than over a wireline telephone. Telocator ,J
concludes that there is the potential ior competition between wireline service and ~'l

.?i.
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(c) compatibility with other cellular sJ3tems;

(b) a demonstrated potential for orderly eVOlution, as traffic growth warrants, int.o
8 highly efficient small-<:.ell configuration capable of handling a large number of
subscribers within the allocated 40 MHz of spectrum and adjacent reserve
bands;

5417Cellula. vOmmunicati.ons Systems

cellular s.emee and that a wireline telephone company operating a cellular system would
hsve the opportunity and incentive to engage in anticompetitive activities.

Telocator's third market, common carrier two-way mobile communications s.emce,
includes cellular and conventional mobile submarkets. Telocator believes the competitive
impact of cellular on private dispatch will be minimal. Telocator anticipate:s that the
offering of cellular semce will subsume conventional sen;ce, becaus.e of the comparable
price, improved semce quality, and greater spectrum allocations involved in cellular.
Since many urban areas have mON! than two conventional mobile licensees, under the
proposed allocation plan the number of competitors in thes.e a.reas will decline. At the
same time, Telocator believes that effective competition will be enhanced, because the
rema.ining competitors can compete with equivalent spectrum resources.

Telocat.or asserts that because AT&T has a substantial market share which dominate:s
related fields and which faces competition from only N!Jatively'smalJ companies, grant of
a license to it would be functionally equivalent t.o an "acquisition" within the meaning of
$e<:tion 7 of the Clayton Act. FTC v. Procfhr & Ga.mble Ce. is cited in support of this
theory. In any event, the Commission is obliged to take antitrust considerations int.o
a.ccount as part of the public interest standard.

Finding AT&T excl usion from cell ular service desirable bu t unlikely as a practical
matter, Telocator nevertheless urges that AT&T not be permitted t.o effectively preempt
the market by constructing in all major markets and enjoying an a.s.sured wireline
allocation. A limiUition of seven to ten licenses in the thirty large3t markets is proposed.
In aadition, Telocator proposes precluding AT&T's cellular operations from using the
Bell logo or obUiining advertising discounts by participating in AT&T's mass aavertising
purchas~. Telocator. premises these two restrictions upon the monopoly ratepayers'
payment for the logo and advertising.

Telocator alleges that substantially all of the Chicago developmental system and the
\Vhippany, New Jersey, test bed have been financed through AT&T's license contract
v.ith its operating companies. This is a classic ca.se of a monopoly entity ~subsidizing
a competitive development. Supported by documenUition, Telocator asserts that the
CommiS-'ion faces a dilemma, in that since AT&T has already recovered the$C expenses
(rom its monopoly serVice subscribers in fact, an amortization ao:ount charged against
(uture revenues would be a purely fictional cost element and would serve only to insulate
:\..T&T's actual profits from its misconduct.

Telocator proposes that in light of AT&T's alleged anticompetitive conduct, the
Commission require AT&T to license its cellular technology on a royalty-free basis for a
reasonable period of time or bar AT&T from obtaining cellular licenses. Since the public
paid for the development, the technology should be conceived of as in the public domain.

With respe<:t t.o' technical sUindards, Telocator supports the Comm.ission's sUited
intention to adopt only limited design criteria. It urges the Commission not to require an
overly sophisticated design in sUiTt-up systems. Such systems should not be required to
have actual capacity for frequency re-use or frequency hand-off between cells in
aavance of the need for cell-splitting. Specifically, Telocator proposes rules including:

(a) a configuration of one or more base sUition transmitters and receivers designed
to optimize economic and technical efficiency in gerving the particular local
market involved;
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(d) base station transmitters radiating no more radio frequency power than
required to adequately cover the service area associated with that site;

(f) a radio system fully interconnected with the public landline telephone network
and capable of providing a transmission quality for voice messages comparable
to that of the landline system;

(g) narrow band frequency modulation for all voice channels in the radio S)~tem,

with each channel not ex~ng30 kHz of authorized bandwidth; and

(h) trunking of channels in service at each base station site.

In addition, Telocatcr favors discrete set-up channels for licensees, mandating that all
mobiles have aJl-ehanneJ capability and making each s)'3tem allocation open to any
applicant

Telocator find3 no justification for preventing carrier.s from supplying and nuintaining
mobile equipment, urging, inleT alia, that carrier provision increases consumer optiolU.
Unbundling of rate elements ill unnecessary, because customen are now free to purchaae
mobile unit equipment De-tariffing of mobile equipment might serve to mask the true
magnitude of the mobile unit rate element

Telocator opposes vertical integration of licell5ee5 and RF equipment suppliers. 'Thi.!
oppoeition is ba3ed on a pereeived histcry of anticompetitive conduct by private mobile
equipment supplier.s, and the conclusion that vertical integration does commonly lead to
antitrust violations.

Telocator advocates lifting restrictions against carrier provision of neekall dispatch
service. It is by no means certain that neekall dispatch will result in spectrum
inefficiency, and suggests that FCC restrictions should be lifted to pennit fleet c:all
service development

Telocator reserves judgment on the AT&T cellular resale proposal, noting that several
RCCa have expressed interest in it It notes, however, that the success of a resale form
dependent upon a bulk rate discount is dependent on a discriminatory pricing scheme. It
questions whether this is what the CA>mmi.ssion has in mind. It suggests a "resale" model
analogous to that of RCGs and paging service, in which entrepreneurs serve as
marketing agents for RCGs.

Telocator opposes federal preemption of jurisdiction over entry. It argues that the
commerce clause rationale for federal jurisdiction is absent, and that the requirement for
nation....ide compatibility provides no basis for any claim that inter.state communications
is involved. Telocator argues that states should be free to restrict the number of licenses
per market below the FCC determination, because cellular ill essentially a local service
for local users. Furthermore, although the NCUC 1/. FCC ca.ses provide for federal
jurisdiction in instances of conflict between state and federal schemes, since there is no
apparent such conflict there i3 no rational basis for preemption here.

While Telocator is opposed to the use of auctions or lotteries to select licensees from
among competing applicants, it believes the comparative hearing process 3hould be
streamlined. Telocator favors relaxiltion of limits on the consideration that nuy be paid
for settlement of contested pro<:eedings. If there remain competing applications in some
C!l8e3, the applications should be ranked in the order designating them for hearing;
merits should be awarded for experience in providing mobile telephone service,
experience in the market applied for, and state certification; demerits would be awarded
to the local wireline telephone service provider, to provider.s of intercity voice
transmission service to the market applied Cor, and to applicants with a hi:story oC
anticompetitive conduct in mobile telephony.

Teloc.ator includes appendixes containing mobile telephone and paging market data, a
paper on the meriu of pennitting start-up c:cllular S)'3tems to operate without frequency

86 F.C.C. 2d
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reuse or handoIf involving frequency change, and a California Public Utilities
Commission staff report documenting the funding of AT&T's cellular development
through it3license contracts with Bell operating companies.

Tippecanoe Ccmmunicatioll3 Ccrp. (Tippecanoe)

Tippecanoe, a Specialized Mobile Radio operator, opposes allowing cellular system3 to
provide f1eekall dispatch service. To allow such service on cellular system3 would forfeit
SMR operators' market and potential for profits.

United Sta~ Independent Telephone .AMociation (USITA)

USI,TA believes that the Commission's Final Decision in the Second Onn.pu.te-r Inquiry
should govern cellular service. Independent telephone companies should be permitted
&Ild encoW'lLged to participate in the provision of eellular communicatioll3, which should
be considered a basic service.

The Ccmrnission should also recognize that it is unlikely that independent3 would be
able to cross-subsidize cellular service from local exchange service. Even if it were
poesible, however, local rates would be subject to state, not federal, regulation.

The Ccmmi:lsion, in discussing the jurisdictional lines between state and federal
regulatory bodies, confuses federal supremacy over radio licell3ing with its more limited
Title II jurisdiction over common carriers. The Conunission is empowered to prescribe
rules leading toward nationwide compatibility and uniform technical standards, but
there is no basis for broad federal preemption regarding cellular systems that would not
have equal applicability to all local exchange !loernce.

Applications for cellular systems must be judged on their merits under the public
interest standard. A lottery system would be unwise and of questionable legality.

United Telephone System, Inc. (United)

United believes there should be at least two cellular Iicell5eS available in each market
The Commission should rely on competitive forces to encourage operating efficiency and
technical innovation.

The public will benefit jf wireline carriers are pennitted to oller cellular service.
Restrictions on the participation of wireline telephone companies should be adopted only
if, after a detailed analysis of the direct and indirect costs and benefits of such
restrictions, the Commission finds it necessary to address specific problems by
restrictioll3 rusonably related to those problems.

Even if wireline carriers were to have an incentive to limit the growth ol cellular
service, they could not do so if two or more licenses were granted in each area. If cellular
technology becomes competitive with wi.reline distribution, a wireline carrier operating a
cellular system in a competitive environment will loee customers to its competitor if it
does not fully exploit the cellular system's potential.

The Ccmmwion should therefore rely on competition, not regulation, to encourage the
exploitation of cellular technology. To alleviate any concerns about the integrity of the
competitive marketplace, the Ccmmwion should apply the following conditions to the
offering of cellular service: cellular operations must be separately accounted for; rates
must be unbundled; carriers should be permitted to offer mobile equipment; and
uruusonable restrictions on resale should be prohibited.

Utilities Teleoommunicatioll3 Ccuncil (UTC)

UTC is the national representative of the energy utilities eligible lor licensing in the'
Power Radio Service. The energy utilities are unlikely to use cellular systems, prelening
private radio systems lor reasons of reliability and availability in emergency situations.

UTC supports the present a1locatioll3 lor cellular systems because many business.-type

86 F.e.C. 2d
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In its reply comments, AMST emphasizes that the Commission's purpose in this' i
proceeding is to meet the national need for mobile communications, not to reinvent '.
cellular radio or wireline telephone service; nor is it to experiment with neo-<Iassical i
economic theory in making spectrum assignments. . ' .. .. ':5

AMST urges the Conunis.sion to reject the argument that cellular systems should not. ~.
be permitted to offer dispatch or fleet-call service. A cellular service limited to mobile '$
telephone would not alleviate the overcrowding of the existing land mobile bands and ~
would lead to future allocations for dispatch service. Large fleekall users, such as API's' ',~

and UTe's members, are likely to operate private systems whether or not fleet calling is ~
prohibited on cellular systems. Some smaller users may find cellular an attractive' f}
alternative to operating their own systems. There is no reason for denying a smalli
business the option of obtaining fleet-call service from a cellular carrier. .• :~

.' ..~
AMST reiterates its opposition to the so-ealled "unlimited entry" plan. Such a plan .1-

would result in trunking inefficiencies, higher costs, and lower quality. . ...J.~
::->:~

Cellular service's primary pUrpose is to serve mobile communication needs. BecauSe of .~
spectrum limitations it is unlikely to meaningfully substitute for landline telephone ;'1
service. AMST does not believe the CommWion should base its policies for cellular on .,~
competition between cellular and wireline, the likelihood of which is only conjee~:~I'•

AMST also believes the CommWion should not prohibit wireline c&n"Mrs from offering,i •
cellular service in their franchised service areas. The arguments for auch restrictions are··~

based on the hypothetical supposition that cellular systems may at some future time·.,i
have the potential to compete with landline service. The Commission should also consider .~
the fact that wireline participation would lead to more rapid implementation of cellular'~.
service. '

86 F.C.C, 2d

users may be attracted to them from the private bands, thereby freeing up private radio
spectrum for those users needing to operate their own systems. UTe opposes the 1
allocation of any reserve spectrum for cellular operation; all of this spectrum is needed to ~

accommodate the projected spectrum needs of the private services. Before any additional
spectrum is allocated for cellular operations, the proponents of cellular system.s must
demonstrate that it is in fact needed. Such a showing has not been made. In faCt, the ;~
only reason for even considering the allocation of additional spectrum is the proposal to Ie:'
license more than one cellular licensee per market. In light of the spectrum need3 of
private radio users, it appears to UTe that the alleged benefits of having more than one
carrier are more than counterbalanced by the spectrum inefficiency that will result.
Cellular operation is the only place where economy of scale would dictate having only
one carrier. .:~

. Consumers could receive the benefits of different, innovative technological approaches
if these matters were considered in an expedited comparative hearing process. Further,
it is unlikelylhat licensing more than one carrier in a market will shorten the licensing
process.

UTe believes that cost differences between wireline telephone and cellular service will
provide for little cros&-elasticity between them. UTe also questions whether the
CommWion should consider using scarce spectrum to serve need3 that can adequately be
met by wire lines.

AT&T

. AT&T is cognizant of the difficulty in developing a plan that will aatisfy the myriad ~f
conflicting interest3 in this proceeding. Its split frequency plan will not. accommodate.n

;



86 F.C.C. 2d

interests, but it is the best method for introducing cellular ser.;ce without delay while
maximizing competition.

There is little disagreement that cellular service will compete with conventional mobile
telephone service and relieve the congestion that has developed in that service. AT&T
agrees with NTIA that cellular should be able, also, to compete in the market for
dispatch service; while private dispatch systems will continue to be preferred by major
segments of the market, the marketplace should detennine the extent to which cellular
systems are able to provide dispatch service.

AT&T notes that most commenters have agreed that cellular systems would not be an
effective substitute for wireline service. AT&T takes issue with Telocator's claim that
wireline carriel'3 will have an incentive to cause a disparity between the rates for cellular
and wireline service to the advantage of wireline service; the argument is flawed
because there will be no significant cl"OillM!lasticity between th06e services, there will be
competition between two cellular carriers forcing rates down, and wireline carriers
would offer cellular service through separate operating entities. AT&T also questions
the usefulness of Telocator's market share data. .

Most commenterll have supported the concept of two 20 MHz cellular systems per
market. Such an approach will satisfy the concerns regarding anticompetitive effects
expressed by the Court of Appeals. A single system per market, as advocated by E.F.
Johnson, Motorola, Millicom, and UTe, fails to recognize the benefits of competition in
the provision of service. Motorola's positio~-that the total capacity for cellular systems
should be severely contracted and that there should be but one carrier per market
appears to be motivated by an intention to restrict the growth of common carrier
systems and promote private systems. AT&T criticizes Motorola's projections of demand
for common carrier systems as unreasonably low and takes issue with Motorola's coet
projections for cellular systems.

The unlimited entry cOncept supported by several commenters disregard.s the technical
and economic realities of cellular technology. It would require a corresponding unlimited
amount of spectrum to become workable. A test of unlimited entry in a test market, as
proposed by the Justice Department, would simply delay the delivery of cellular services
to that marke,t and be wasteful of spectrum.

The most critical issue in this proceeding is the role of wireline carrierll. Restrictive
policies would seriously jeopardize the viability of the Commission's plaru for cellular
service. In addition, unless the Commission authorizes a split frequency arrangement,
the prospects for widespread cellular implementation are remote. The split frequency
plan, which is consistent with previous Commission policies, provides for a highly
competitive market structllJ"1! when combined with provi3ion for resale.

In view of the likelihood that cellular 3ystems will not be highly competitive with
landline systems, there is little reason to place restrictive conditiolU on wireline
participation. Limiting the number of marke1.3 in which AT&T could compete would not
neceasarily be procompetitive and could result in depriving the public of cellular service
and hinder the progress of cellular technology. Proposal3 to bar wireline carriers from
providing their franchised service areas with cellular service would effectively preclude
AT&T from the nation's major cities and jeopardize the prompt availability of cellular
service there. Such proposal3 ignore AT&T's pioneering role in cellular service; AT&!r
has no incentive to inhibit the growth of cellular service.

LIN'3 proposal to require joint con3truction by the two cellular licensees in one area i3
fraught with legal and practical problems. AT&T'3 resale proposal is intended to make
participation in cellular service possible for those companies, 3uch as LIN, that wish to
avoid high-risk ventures.

AT&T opposes the exclusion of wireline carriers from 3upplying and maintaining
mobile uni1.3 or the imposition of separation requiremen1.3 in such situatioru. Safegu&.1"d3
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such as accounting procedures and cost-based pricing will be sufficient w prevent Cl"065

subsidization. Furthermore, contrary to Motorola's position, AT&T believes that supply
and rnaintenance of cellular mobile equipment is fully permissible under the consent
decree. AT&T further believes that cellular carriers should be permitted w rnanufacture
mobile units_ Western Electric pricing and costing systems are extensively scrutinized w
8&ure cost-based prices. .

AT&T opposes the forced licensing of technology. Even more unrealistic is Telocawr's
proposal that AT&T be required w share its technology at no charge. Cellular research
funding ha.s been handled a.s all AT&T research. To adopt a policy of requiring
technology licensing would reduce marketing incentives.

AT&T agrees with Telocawr, NTLA, and others that fleet-c.all dispatch should be
pennitted on cellular systems. Those who seek w ban fleet-call dispatch are primarily
private radio operawrs or equipment manufacturers. There is no valid reason why
cellular operawrs ought not w be able w compete for the provision of fleet-call service.
The marketplace should decide whether cellular systems can efficiently provide dispatch
service.
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Millicom and Mowrola offer optimistic projections of the use of portable, rather than
vehicular mobile, telephones in cellular systerns. Neither party has supported its claims,
however; nor have they justified their dernand that all cellular systerns be able to serve
portables. Accommodation of portables should be a matter left to market forces.

AT&T notes that resale of cellular service was supported by all commenters addressing
it but Motorola. AT&T adds that under the Commission's Ruau a.nd Shared U.
decision, underlying carriers would not be precluded from competing at the retail level.
AT&T sees no basis for Motorola's position that resale is no substitute for competition, as
it enhances competition. . . .~

Regarding the treatment of competing applications, AT&T generally supports NTIA's :,
8Uggested approach, under which the Commission would select licensees based upon the';
pleadings, with hearings on only the particular factual issues in d~pute. AT&T reiterates .~J
it.! belief that auctions and lotteries are not consistent with the Act. . ""...

-1
There is a general consensus supporting the Commission's intention to requi.re:~

.~
nationwide compatibility among cellular systems. There is also agreement that sharing :to
of setup channels is undesirable. While mobile units, ideally, should be capable of .,.
operating over 60 MHz, there may be cost penalties involved. AT&T's proposal would -1
pennit use of either 40 or 60 MHz mobiles, so the cost penalty issue need not be resolved. 1
AT&T supports the concept of industry-developed interface criteria. The EIA working .:~:

paper should form a basis for type acceptance, thereby making it unneoessary to include :;i
voluminous specifications in the rules. 1

The Commission should not adopt standardized propagation criteria as a basis for, ~
determining service areas and perfonning interference analysis. Rather, the Commission:i;"
should rely on frequency coordination by applicant.! and licensees. . : 'y-

AT&T opposes MotOrola's suggestion that the Commission adopt regulations specifying: !
freq~ency reuse, e:ell-s~litting, cell-site layout, aa:omm~tion of pot?bles, gT&de .o( *
SUVlce, traffic engmeenng, and system growth. These are direct detenninant.! of serYIce ~
quality, which should, in a competitive service, be left to market forces. Furthermore, it. "~
is unnecessary to establish separate standards for cellular~mpatible systems at this: ..
ti~ ~

NASA, GE, and COMSAT, in their comments, urgOO the' Commission to take no steps-S
that would preclude the use o( the 806-890 MHz band for mobile-satellite service. The:,'" t
Commission, says AT&T, should not impose restraint.! on terrestrial cellular systems ~, .
anticipation of potential development.! in the mobile-satellite field. A mobile-eatellite
system should, if developed, be designed so as to be compatible with t.erTestrial systems.1

That would be consistent with the Commission's limited support for a mobil_tellite:

r



I

547

86 ·F.C.C. 2d

Jular Communuations Systems
J

service as an adjunct to terrestrial mobile service, expressed in its &port and Order in
Docket 20271, preparing for the 1979 World Administrative Radio Conference.

In considering spectrum allocations, the Commission should rely on AT&T's market
projectiol15, which are based on statistics from the Chicago developmental market test,
and not on market forecasts submitted by Telocato r and Mowrola. Motorola's projedions
are based on sales data from other services; Telocator's are based on usage of existing
non-eellular radio services. These bases are not valid grounds for projecting the cellular
market.

AT&T reiterates its belief that a 60 MHz allocation is neceMary and cost-justified.
Mowrola's assertions as to the costs for cellular systems in various allocations are
premised on the exclusion of many frequency-sel15itive factors. Motorola's claim that
most markets will never need even 20 MHz is further flawed in that it assumes that cell
site3 and demand are perfectly distributed; however, traffic del15ity is non-uniform. By
more accurately depicting traffic distribution it· can be seen that many markets will
require frequency reuse in a 20 MHz allocation.

Arguments that the 20 MHz of adjacent reserve should not be allocated for cellular are
unpersuasive and reflect a protectionist attitude toward existing services. The economics
of cellular technology will eventually require the full 20 MHz of reserve.

AT&T disagrees with NECA's proposal ta utilize reserve spectrum for developmental,
"alternative," cellular s~tems. Splitting the reserve between developmental systems
and growth o[ "original" cellular systems will delay the availability of celh.:lar service.

Broad Cem

Broad Cem believes the Cemmission should adopt cellular rules that provide a
framework for competition, il15ure that no company can dominate the service, and
provide an open door to new and emerging technology. To this end, the Cemmission
should follow the recommendations in Broad Cem's comments.

AT&T has been developing its proposals for cellular systems for many years at high
coet. It wants others, such as Broad Cem and Millicom, ta follow the same route, and
suggest changes in the technical rules only after developmental testing. Surely this i3 not
an open door ta new technology and is not in the public interest.

AT&T complail15 of not having sufficient infonnation ta analyze Broad Cem's
proposals. The presentation "Cellular Radio and Spectrum Management," submitted by
Broad Cem, compares the SYNAPZ concept to AT&T's cellular system. The bottom line
is that SYNAPZ will provide 42 times the services as the AT&T s~tem. Broad Cem
expects to submit developmental applications [or SYNAPZ shortly.

Centel

Several parties have argued that wireline telephone companies may attempt ta inhibit
the growth o[ cellular, because cellular service may be competitive with local exchange
service. Centel strongly disagrees. Cl'OSHlasticity of demand between wireline and
cellular services, if it exists, does not neceMarily lead ta the conclusion that wireliDe
carriers have incentives ta hinder cellular. It would be a nli3take for a wireline carrier ta
ignore the potential oC cellular technology; the failure to offer cellular service (or to be
able ta offer it due ta Cemmission policies) would be a handicap ta a wireline carrier.

Gentel notes that some commenters have asked the Cemmission to place an outright
prohibition on certain forms of wireline carrier participation in cellular. This i3
antieompetitive and will penalize the·consumer. In fact many RCCs are at least as large
as most non-Bell wireline carriers, and have equal potential for Cl"OSS-eubsid.iz.ation.
Gentel opposes any restrictions on wireline camel'3 beyond accounting safeguards or, if
D~, a separate subsidiary requirement.
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Continental
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Continental also opposes federal preemption. Concurrent federal/state jurisdiction is
needed U> ensure adequate service U> rural areas.

E. F. Johnson

...
~

Continental notes that nearly all parties share its view that the Comrn.is.sion should r
enoourage the rapid development of commercial cellular systems, and that oompetition .:~

should be encouraged in the provision and resale of service. The few comrnenters urging .';
a one-t.o-a-market policy do not present any oompelling reasons. .;t

Several parties have proposed restrictions on market entry within a two-carrier-per. '~
market system. Continental sees no reason U> limit participation in anyone market to ¥
one ""ireline carrier and one Ree, as sugg~t.ed by AT&T. Similarly, there is no merit in ".

;:;i
the various proposals U> limit the number of markets a carrier can serve. "

.~

Continental opposes any restriction on wireline carrier participation, such as limiting .~..
the markets where they can offer service or imposing a separate subsidiary requirement

?t
;,
~
;:.
'!=
:~~

Johnson states that the issues under consideration in this proceeding can be categorized t·
as either (1) needing immediate resolution because of their direct bearing on the ~
character of the system design, or (2) not needing resolution at this time because they \
deal with speculative circumstances. . ~,

.~.

In this proceeding the Commission must make a determination with regard U> il'! it.
policies on competitive S)'stems in a market, eligibility, equipment sources, retail sale of ~~

service and equipment, and technical s~ndard3. The Commission need not reach the ;:
questions of market definition, dispatch sen;ce, and additional spectrum allocation..~

'):~

Johnson believes that there "";11 be little or no oompetition resulting from a dual,~

allocation. There may, however, be cost penalties because of the loss of integration. True :1!
competition "";11 exist on the retail level in the provision of equipment and resale of ~
service. Wireline carriers should be preeluded from manufacturing the base station or ~
mobiie station radio equipment, in order U> insure the existence of competition in thoee ,~

markets. Johnson supports the adoption of uniform technical compatibility standards,:J;

GE . ,.~I
~. 11:'

In the comments received in this proceeding, GE's position on many issues found strong ~.

endorsement Many parties emphasized the need to exclude the provision and maint.e- i.fr
nance of cellular mobile equipment from regulation. Many also joined GE in urging 'f,
measures to ensure broadly based competition at the local and national level. The weight·~

of oomment was that if wireline carriers are U> be pennitted to provide cellular service, 4
they should be afforded no preferential status in any Commission licensing process. i
Moreover, strict safeguards-including maximum separation requiremenl'! and a bar to·~
such carriers providing cellular service within their exchange areas-were agreed bYi<
most parties U> be essential for a competitive environment . .

It i3 vital that the Commission not lose sight of its fundamental mission-to 8SS~: ;
communications services to the entirety of the United States. And in the face of .
pressures to immediately take favorable action on AT&T's propoeal for terrestrial-based· .
cellular services in the 35 largest urban markets, the Commission must bear dearly in .
mind its obligation, not only to attend urban communications requirements, but to meet
as well the needs of the more sparsely populated areas of rural and suburban Ameria
which occupy some 80% of the lan~ area in this country. . ,"

In this proceeding, the Commission has an unprecedented opportunity to establish a.
truly universal communications capability-one which can serve urban and rural needs:.
A3 indicated in the initial NASA and GE comments, and as further demonstrated in GE'i
reply, a truly nationwide cellular service can be accomplished through an integration 'Of
both terreStrial and communications satellite capabilities. While terrestrial systezii
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design of the sort proposed by AT&T and other.! may be feasible for more dell.gely
populated areas, satellite capabilities appear to be the only effective meal13 by which
cellular services can be provided to non-urban areas. Based on extensive tests and studies
conducted by GE-one of which is detailed in GE's reply-satellites can provide cellular
services on a cost-effective basis to the vast areas of this country whi,~h are sparsely
populated. And it is also now clear that satellite and terrestrial components can be
integrated into a unitary nationwide cellular network.

The problem, however, is that the Commission has not yet developed adequate
information in that regard. Even more potentially serious, the CommilloSion is being
urged to immediately establish frequency allocations, and to approve cellular system
designs and standards. which may preclude a later incorporation of satellite technology
and usage. It now faces demands from some which, if acquiesced in, would effectively
foreclose satellite augmentation of terrestrial facilities even if the CommilloSion were
subsequently to determine that such a course would be publicly beneficial.

While the Commission's avowed purpose is to develop a nationwide cellular service, a
truly universal cellular service is unlikely to eventuate if long-term decisiol13 herein [ail
adequately to provide for incorporating satellite capabilities into any nationa.l cellular
system. GE has outlined the consideratiol13 to which the Commission should address
itself. Moreover, GE has urged the immediate formation of a. technical advisory
committee, comprised of business and governmental interests, to develop recommenda·
tioll5 on both frequency allocations and operational standards lor a combined terrestri
al/satellite network.

GE is keenly aware of the lengthy history of Commission efforts concerning cellula.'"
services, and o( the Commission's announced desire (or expedition in this proceeding. GE
shares the Commission's belief that the benefit.s of truly ::Iationwide cellular services
should be made available to the public at the earliest p<>ll.Sible time. But the Commission
should not permit itself to be stampeded into premature action. For the sweeping
consequences of this proceeding are such that final Commission judgments must be
reached on the most ca.."Cfully developed, and fully informed, basis.It is vital that the
Commj,sion have all pertinent consideratioll5 in mind-that it not be lacking important
{acts-when it makes its determinations. For if important elements are rnilloSing, long
tenn decisions made in their absence may well defeat the very objectives which the
Commission seeks to achieve. GE does not here contend for arbitrary delay. Rather, it
urges an expedited, COl13tructive next step in the development of important long-term
policy.

GE urges the Commission to exhibit caution in determining the ~pe of cellular service
offerin&",. For example, not only fleckall, but all private dispatch services should be
prohibited on cellular systems. In an appendix, GE responds to NTIA's argument that
fleet calling would not necessarily greatly diminish the efficiency of a cellular system,
noting that fleet calls must be set up on a cellular system in a tim~nsuming serial
manner and the cellular syst.em's signaling channels would experience heavy loading,
causing inefficiency. GE also opposes the premature imposition of complex syStem
design requirements; for example, the Commis:lion should not require all systems to
ao:ommodate portables.

Interagency Committee on Search and Rescue (ISCAR)

lSCAR supports NASA's comments regarding the need [or mobile-aatellite service.
Capabilities do not presently exist in either government or private sectors that meet the
needs of emergency response communications. Mobile-satellite aIlocatiollS in the~
MHz band approved in the 1979 World Administrative Radio Conference could make it
possible to achieve quality se&l:Ch-and-rescue and emergency-respoll.ge communicatiol13.

Jubon

Jubon believes, upon reviewing the comments, that there are three areas requiring
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empha.9is. First, there is an immediate need for adoption of a standard for signaling and
control. The Bell/Motorola/ErA system should be adopted, as it is field-proven and
unlikely to become obsolete.

Second, Jubon urges us to establish the market configuration as two carriers per
market, with a 60 MHz total allocation, 15 MHz to be initially assigned each carrier. The
Commission should address how the two systeITl3 must relate to each other with regard •

to;naa~:~~ubon reiterates the need for a continuation of the developmental period. :~ I
Many a.9pects of cellular mobile telephony have not yet been addressed in a developmen-
tal system. Some of these areas are: tariffing user services; tariffing telephone network
aceess to and from cellular systeITl3; equitable traffic and revenue interehange with the
telephone network; small and medium market configuratiollll; national interoperability _
of systenu; and two-per-market configuratiollll. Therefore, Jubon propoees that the ,
developmental period be extended for four years.

United States Department of Justice (Justice or DOJ)

Justice believes cellular communicatiollll is an efficient means for meeting the present;·
and potential demands of a part of the communications market. BecaU5e cellular may.,
have the potential to provide services which are substitutes for wireline telephone i
exchange service, at least in some markets, basic exchange service should be included in
the cellular market definition. Othenvise, telephone company incentives to retard .:-:
cellular development will be ignored.

A flexible entry policy should be adopted, without a specific limit such as two per
market. It would be blatantly anticompetitive for the Commission to automatically ,
assign one license in a two carrier cellular market to the local wireline telephone }
company. No reason exists why telephone companies should be given this preferential ~

position, especially since wireline carriers have every incentive to inhibit the develop- .~.

ment of cellular teehnology. .;

Because the evidence of the appropriate number of entrants is unclear, a flexible 'jf..
licensing scheme is favored. Perhaps initial allocations of 5 or 10 MHz per system could;::
be made, which might encourage spectrum efficiency and technological innovation. 3
Furthermore, it would enable the FCC to independently gather data on appropriate ~.
allocation methods. Should a marketplace test show that an area can sustain more than '.~:

two systems, additional entrants should be allowed. . .~

Because telephone companies have the incentive to hinder cellular development, they~
should be precluded from owning cellular systems within their service area. Further-:;]:
more, the ability of wireline carriers to cross-subsidize and allocate cellular costs to the~;·;

monopoly rate base will afford them an unfair competitive advantage. DOJ asserts that ~
even the creation o( a separate cellular subsidiary will likely have a de minimi" impact~<.;

on removing incentives to the exereise of market power or significantly alleviate anti-a
competitive potentials. In addition, as long as there are any joint costs of cellular and ~.

local telephone exchange services (or costs incWTed by the parent to provide joint~
services to its affiliates) it is virtually impossible to insure the appropriate allocation 0(I?:.r11

costs to the affiliates and the parent • ",

DOJ rejects claims that wireline carriers should be pennitt.ed to provide cell~' ",
services becaU5e they are able to do so more efficiently than other entities. If such an' 1
advantage in efficiency were to exist, it could only result from precisely the joint product· .
nature of the services that sepanr.te subsidiaries are supposed to prevent The existence .
o( such an advantage is doubtful, however, in view of the vast number of fums that have
demonstrated their willingness and ability to offer cellular services. For these reaaoll3,
DOJ urges exclusion of wireline carriers from provision of cellular service within their
service areas. •

Justice is opposed to a sepanr.te allocation for wireline carriers. This would confer aD
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unearned advantage on wireline carriers, and it woUld eliminate their incentives to
behave in a competitive and innovative manner. DOJ a150 notes tiult should cellular
service not be tariffed, provision of cellular service by AT&T would contravene the 1956
Western .E1.«tm Consent Decree.

DOJ approves of restricting the number of licenses So firm may hold; this would
promote technological innovation by increasing the number of entrants and make
possible "yarclstick" competition. But because of the possible loss of joint management
efficiencies, resulting from such a limit, the FCC should defer a conclusion on a limit to
system ownership at this time.

Justice favors a streamlining of comparative application procedures through the
ruJemaking. pl"OceSS. Although auctions are the most efficient allocator of licenses, and
Justice supports exploration of the auction alternative in a separate proceeding, the legal
uncertainties regarding auctions under the present Act argue against their use at this
time. Instea.d, DOJ favors a random selection process am~ng applicants found equally
qualified.

There is no need to apply regulation to a competitive market like equipment supply and
maintenance, where a number of vendors are ready to serve the market. The Commission
should continue to proscribe cellular licensee manufacture of equipment, however,
because with limited entry comes the incentive of service providers to Cl'CltloHubsidize
equipment manufacture from protected monopoly revenues.

To the fullest extent possible, the market should determine the degree to which system
compatibility and technological sophistication is required.

Federal certification preemption is supported because it will insure that entry and exit
requirements for the business of providing cellular radio services are deregulated to the
maximum extent practical.

Kidd and RCC of Virgima

Kidd and RVI have submitted joint reply comment" consisting of • statement by their
engineering consultant, Jan David Jubon, P.E., in response to the comments of Millicom.
(luben has abo filed his own separate comments and reply comments). Jubon criticizes
Millicom for presenting little technical substance in support of its propoeal, which
consists primarily of a marketing development paper. Several of Millicom's underlying
assumptions are questioned.

Millicom's system concept, applied to Bakersfield, California, where Kidd Iw propoeed
to construct a developmental system, would result in a system ooeting five times &! much
to construct &! Kidd's proposal; it would require many more subscribers to break even
and would likely cost more per month to each user. Further, Millicom's belief that
rsdiotelephone would replace wireline to the degree necessary to support a Millicom
system is foolish. Millicom's projections of the cost of a handheld portable unit are also
suspect; the ultimate cost to the consumer would not be comparable to that of a wireline
subscriber telephone instrument.

Millicom's assertion that dynamic channel reassignment between cells (channel
borrowing) is essential to efficient utilization of a 4Q MHz allocation has been rebutted in
recent technical papers. In any event, the service algorithm of a 'cellular system must be
custom-tailored to the particular market in which it operates. Millicom's belief that
neither the FCC nor industry groups should specify interface standards is not pragmatic.
Juboo notes that Millicom has relied heavily on interface standards developed by
industry groups.

Millicom's propo881 to use·25 kHz channel spacing does not adequately add.re:s5 issues of
neoessa.ry bandwidth or adjacent channel allocation criteria; the use of Millicom's
channel spacing could result in difficulties in using adjacent and second adjacent
channels at the same or adjacent locations.
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The Network C<>ntrol Switch that Millicom states can handle 150 000 cellular
subao-iber.! is questionable. It is by no means clear that even the I~t electronic
telephone exchange switch, the Western Electric ESS-lA, could handle that number of
subao-iber.! and still have adequate capacity for cellular hand-<>ff and control. .

It is not clear how Millicom expects to operate a cellular s)'3tem v;;th only one active
transmitter per cell-site, as it proposed in its developmental application. Finally,
Millicom's parallel licensing mechanism and switch sharing proposal are of questionable
value.
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LIN Broadcasting

LIN reiterates its belief that initial operation of cellular S)'3tems on a joint venture
basis would result in the early establishment of cellular competition. LIN notes that
moet co=entei's support competition in the provision of cellular service. Primary
among the commenters opposing the .establishment of competing cellular systelm is
Motorola. LIN disagrees with Motorola's assumptions about the amount of spectrum
needed; in any event, the C<>mmission should not turn its back on the benefits of
competition simply to pursue speculative spectrum efficiency. The C<>mmisaion must act
ad~ly to encourage the entry of competing carriers by reducing the risk to entrants;
this can best be accomplished through LIN's joint-venture market structure proposal.

LIN opposes AT&T's "split-frequency" plan, which would give wireline carriers the
extraordinary advantage of an exclusive frequency band in addition to their existing
competitive advantages. The primary purpose of this plan-the speedy initiation of
service-could be achieved as well by selecting any qualified applicant for the exclusive
band.

LIN reiterates its support of using a lottery to select between mutually exclusive
applicants. Section 309 does not preclude the Commission from finding that eaeh of
several applicants could provide the "best possible" service and select from them by lot

Metro Mobile

.Metro Mobile urges the Commission to extend the period for cellular development
because of the limited nature of the practical operating experience in cellulu
developmental systelm to date. Questions to be addreseed in future developmental
aystelm include treatment of roamers, tariffing and separations, automatic traffic
interchange, and small-and-medium market operator.!.

Millicom

The full competitive potential of cellulu radio alternatives can only be realized by
relying to a large extent on marketplace forees in lieu of .regulatory intervention. ....
Regulation which establishes a monopoly or oligopoly for the provision of cellular service
will impede the development and limit the deployment of cellular technology. In its 0
reply, Millicom suggests a no~clusive liceosing policy within an overall regulatory
framework. This propoeal, somewhat different from that presented in Millicom'a ;:,;
comments, will expedite the provision of cellular service to the general pUblic.:~

Under Millicom's revised propc:Ul. no rules should be adopted which prevent the ~l
offering of cellular portable service to the general public at affordable rates. CeJlulu i;..
service is currently a potential competitor to local wireline distribution facilities in m&IIy ,;.~

rural and suburban communities and will, in the foreseeable future, become cost-:1J!'
competitive with such facilities in all but the moet densely populated areas. ":i4

The public interest in encouraging innovative and competitive alternatives to existing .?~

wireline local distribution facilities requires the exclusion of existing wireline carrien' .
from the provision of cellular service in their franchised service areas, except in certain'~

rural areas. The AT&T proposal for separate WCC/RCC allocations is blatantly~'

anticompetitive and unnecessary for the rapid deployment of cellular service. '!'be:.

86 F.C.C. 2d
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Commission need not require the separation of equipment manufacturing from service
provision where licensees do not have acce53 to a monopoly rate base.

The granting of exclusive and therefore competitively una.ss.ailable franchises to one or
two licensees in a market is inconsistent with the Commission's intention to rapidly
deploy ceJlul\U" service in a manner which encourages innovation and competition and
minimizeg regulatory intervention. The Commission should grant non~xclusive licell3e'!
for the use of the full 40 MHz in any market to all applicants, provided system
construction begins within 90 days and is completed.»lithin three yeal'3. In any market in
which more than one system is constructed, all systems must be designed to seize only
unoccupied channels for operation. This framework is similar to the Commission's
approach in Docket 21039.

The Commission should preempt conflicting state regulation of cellular service.
Mandating detailed t.echni~l standards is both unnecessary and potentially detrimental
to innovation at this early stage of cellular development The existing 40 MHz cellular
service allocation should be maintained but not expanded at this time.

Millicom agrees with the Commission's intention not to permit restrictions on resale of
cellular service, but does not believe resale has a great deal of potential as a regulatory
device in this service.

", ..

55..Ymmunications SystemsCellula',

AJI base station and subscriber equipment should be capable of operating on the full 40
MHz allocation, using 25 kHz channel spacing. Furthermore, all cellular systems should
be capable of accommodating portable as well as mobile radio telephon~.

Motorola

In its reply comments Motorola reiterates its basic position as set out in its comments.
The cellular allocation should be only 20 MHz, because most citi~ will not require even
that much, while even the largest cities will be able to receive adequate mobile telephone
service in a 20 MHz allocation through frequency reWle. Cellular systems should be
oriented toward hand-held portable subscriber units, because the public will demand
portable radiotelephone service.

Motorola believes cellular systems should be limited to providing mobile and portable
telephone service, not dispatcll-type service. Cellular operators should not be pennitted
to compete in the manufacture, sale, lease, or m.&intenance of subec:riber equipment
Cellular service should be provided only through a local (or state-level), fully separated
subeidiary. There should not be competition in providing cellular service within a single
market, as such competition would be illusory; rather, there should be as many entities as
possible nationwide.

The Commission should not pennit cellular systems to provide private dispatch service,
including fleet calls. To do so would place private users under rate regulation. It would
also undercut the trunked SMR concept, intended to allow entrepreneurs to provide
private dispatch service on an unregulated, competitive basi3. It would also impair the
efficiency of cellular systems for providing interconnected telephone service.

Motorola opposes the diversion of spectrum from the cellular allocation to mobile
satellite service. The need for satellite service is speculative; low-density areas can likely
be served by small (single-cell) cellular systems.

In an appendix, Motorola discusses the vanoU3 market forecasts preaented in the
comments. Motorola believes a conservative projection of the potential market for
cellular, based on current mobile telephone user groups and penetration factors, is most
appropriate. Such a projection results in a national market of 1,400,000 users by the end
of the century, and 300,000 initially.

Motorola also argues for a 20 MHz allocation rather than 40 or 60 MHz. The cost of a
mobile unit will be higher if it must cover a wider band, although the per-subec:riber cost
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of rued equipment will be lower. The total revenue requirement per subscriber in a
major market system will be ;102.32 ii there is a single 20 MHz camer, ;103.91 ii~
are two 20 MHz carriers, and ;107.51 ii there are two 30 MHz carriers. Motorola abo
makes projectiOI13 of the total additional cost of a larger allocation.

In regard to f1eet-call dispatch, Motorola argues that combining dispatch and mobile
telephone in a single system necessarily reduces efficiency. There have been DO

tecilnological developments to change this fact To leave the issue of fleet...call dispatcil
on cellular systems to the marketplace, as NTlA hM suggested, would be contrary to the
Commission's respoI13ibilities.
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NASA

NASA requests that the rulemaking in this and related dockets not forecloee the option
of extending land and maritime mobile communicatioM through the uae of a satellite
system. The iatellite system would serve, and in IIOme cues interconnect, both cellular
mobile telephone and 'conventional/trunked dispatch systetIl5 serving public and private
sector needs. The retention of a satellite option does not delay the installation of
ten-estrial cellular mobile telephone systems in those areas that can economically support
them. The comments that have been rIled indicate that there is sufficient .pectrum to
allow for substantial growth of these systetIl5 during the years that the satellite segment
would be tested. The propoeed extension and possible nationwide integration of mobile
communications would be compatible with the institutional and economic structure of
the industry that is advocated in the majority of the comments on f"1le.

Satellite requirements are compatible with the prompt implementation of commercial
cellular mobile telephone operatiOI13 and are as follows:

a total of 20 MHz within the 806-890 MHz band should remain in reserve and be
available for satellite;

the projected market demand for mobile service outside major metropolitan areu
indicates a need for at least 20 MHz of bandwidth for satellite-augmented
communications;

the cellular and the reserve allocations should be repositioned 110 that the reserve
allocations are consolidated into two 10 MHz eegments, separated by 45 MHzj

the best location for the'reserve allocation is between the Private Radio and the
cellular system allocation at 821-831 MHz and 866-876 MHz; and

the propo64!d CanadianlUS experimental mobile satellite would be located within
the center of a pair of reserve bands, beginning in the mid·1980's, with the uplink
in the 821-831 MHz band and the downlink in the 866-876 MHz or 876-886 MHz
band. The assignment o( rued and permanent boundaries between the Private .
Radio, reserve, and cellular system allocations is not desirable .t this time.
Flexibility to adjust the uses o( these services to traffic demands that are
different in various regulations and which may vary over time should be retained.
The uae of cellular tedmology for dispatch communications is compatible with the
exteDJIion o( cellular communications via satellite. Users o( the satellite portion oC
the system will in any c:ase require both dispatch and telephone communications.. ..

NASA draws several further conclusioll-' from the comments f"lIed in this ProceediD&',
The market forecasts for mobile telephone service suggest a large demand in DOD-.

metropolitan areas. A satellite is believed to have OClSt/penonnance advantages in such
areas. The revenue'! to be generated should be sufficient to provide a commen:ially
acceptable return on investment that would support· an investment in the satellite
facilities of between $100 million and $500 million in 1980 U.S. dollan. .' .'

The extension of mobile communications to a nationwide scale by the Wle of satellites·
does not preclude any of the alternative approaches to licensing, marketing, &lid.'

I
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competition that have been put forth in the comment3. On the contrary, in line with the
Commission desire to promote competition and multiple licen.3ing, the availability of
satellite f~ilities increases it3 ability to do so. Satellites, with separate beam.3 unaffected
by terrain or distance, and channels divisible and re.assignable over sizable areas, offer
opportunities for great flexibility in arrangements for ownel':lhip, lease, resale, without
regard to applicant resources or geographic location.

In support of it3 position, NASA examines the various foreca.3ts of the mobile
telephone market submitted in this proceeding and concludes that there will be a
potential demand for about 1,000,000 mobile telephones in non-metropolitan areas in the
1990's. Satellite users would compriSe a portion of these and a larger number of private
land mobile users, the total being 300,000 to 500,000 mobile-aatellite users. NASA urges
the Commission not to preclude the use of two 10 MHz blocb in the 800 MHz band to
serv~ th~ users.

NABER

NABER's reply is in response to the comments of NTlA. NTIA argued that even if
cellular system.3 are inefficient in providing fleet-eall dispatch service they should be
permitted to render it, so that the marketplace would be able to determine the users to
which cellular system.3 are put. NABER restates its vigoroWl oppCll'lition to the use of
fleet calling on cellular system.3. In view of the fact that fleekall dispatch users can be
aceommodated more efficiently on con\'entional or trunked private system.3, there is no
basis for allowing cellular systenu to provide the service. NTIA's propCll'lal would
change the b~ic reasoning underlying Docket 18262 by implementing marketplace
judgments that would allow the user to choose to pay a high charge for an inefficient
WIe of the spectrum.

NARUC

NARUC ~ks the Commission to recognize that the fears of state regulation expressed
in some comments prove to be lacking in substance. The belief that state policies would
hamper competition is plainly wrong-he.s.ded: the states have been ready and willing to
certify competing systenu in the existing mobile services. Regulatory delay is unlikely to
be a problem, either.

State jurisdiction over entry is justified by the local nature of the service; market
conditioll.'J will vary from place to place. NARUC maintains that federal preemption is
likely to result in more delays in Iicell.'Jing or in franchises choeen by chance rather than
their fitness to serve an area.

None of the advocates of preemption h~ provided a sound legal b~is for il Where
cellular services are used in local and intrastate communications, the state! have
regulatory juri:ldiction.

NTIA

NTIA reaffirtns the position taken in its original comments. Many differences exist in
the market forecasts submitted by the participants in this prooeeding; it is neither
necessary nor pos.!Iible to resolve the nature and dimensions cf likely future demand with
preciJIion, however, and the absence of conclusive data need not delay the introduction of
cellular service.

NEC' America

The NECA comments set forth the proposition that a portion of the allocable cellular
spectrum should be earmarked for the de~'elopmenl of alternative cellular systems.
NumeroWl parties supported continued development.

NECA is not seeking to have the Commission adopt ita alternative; rather, it is willing
to compete with the proponent3 of other alternative systel1l3. NECA slre!les the need for
flexibility, in order to preserve the Commission's options for the future. NECA believes
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one area in which i~ approach may have significant benefi~ is in ~rving small and
medium marke~. It may not be neressary to have nationwide compatibility, because
local service is a major aspect of any cellular system.

NECA believes the Commission would be justified in utilizing 30 kHz, rather than 2S
kHz, chanel spadng. The selection of 25 KHz spacing would undermine a great deal of
the developmental work to date. The NECA proposal for alternative cellular system
development would permit 25 KHz cellular s)'1ltem testing by the proponen~ of such
systel11.5, however.
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NECA's proposal would permit rapid implementation of cellular mobile technology
while not forecl0i5ing the development of new, more efficient technologies.

Arthur K. Peters (Petel"3)

The finns of Arthur K. Peters, Consulting Engineers, filed reply comments to address
a number of issues it believes have been insufficiently addressed in the comments. It is
Peters' contention diat none of the cellular technology being heralded Way represen~
final optimization of costs or spectrum.

Petel"3 opposes the adoption of technical standards at this time because of the newness
of the technology. More data is needed before a comprehensive set of stand.ards can be
created. The ErA working draft would not insure compatibility, because it does not
define an entire system or its operating characteristics; rather, it merely ensures that a
mobile can communicate with a base station, and vice versa.

Many of Peters' clien~ doubt that nation....-ide compatibility is desirable, because it
could limit s)'1ltem versatility. Further, most mobile communication needs are local in
nature; wide area or nationwide compatibility ....-ill arise in response to market forces if
there is a demand for it. Cellular development through market forces may proceed more
slowly than it would under regulations and standards, and it may also be more costly;
there will be spectrum eCCiciency gains, ~owever. •

Cellular technology is still in i~ infancy; standardization would be premature. Man)'
developed nations have or are considering cellular systel11.5 using 25 KHz channel
spacing. Only the United State.:; is considering any othe~ spacing. Foreign spacing
considerations militate against adoption of standards specifying 30 KHz spacing.
Operating at a different standard from other countries will restrict the market for U.S.
manufactured uni~.

86 F.e.e. 2d

Adoption of the signaling standards used in the AT&T system, including a 10,000 bps
digital signaling rate, v.rill result in a slightly costlier subecriber unit than if slower rates
can be u~; it ....ill also require more base stations with smaller service areas, in order to
achieve required signal quality. A lower raU! would be more suited to lower-eapacitj·
systel11.5 and larger geographic areas. For these reasons the Commission should not adopt
technical standards. Petel"3 boelieves the greatest potential for cellular technology
revolves around the concept of a portable telephone. It would be premAture to adopt
rigid standardization because little is known about the cost or technological necessities
for implementing portable service.

Consumers should be free to move among alternative offerings. To encourage
consumer choice, the Commission should not, at this time, limit the number of market
entrants. Totally unrestricted market entry could lead to an inefficient fragmentation of
the spectrum, however. Thus, a compromise is necessary between pure competition aDd
monopoly. Market entry and exit should be reviewed by the FCC, which must determine
how many market entran~ v.rill be allowed versus the effecu on spectrum utili1ation,
while protecting existing licensees.

We do not now know how many licensees should be permitted in a given market; nor do "J'

we know how much spectrum should be allocated to each. The spectrum ~uiremeDts.::.
discussed in the commenU represent desirable, ~ 'opposed to mandatory, a1locati01lS.;·.
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CelL.. _r Communications Syste'ntSr
Because of trunking efficiencies, the "ideal" system would be a monopoly, with ao::ess

to all channels. In a competitive cellular environment, each competing system in a
market should have access to all channels on a firskome, first served basis.

In a.s.signing spe<:trum the needs of the market should be considered in determining
whether to accept or reject an application. Channel8.5Signments should be designed so as
to 8.5Sure applicants of future growth capability and should be~ every five
years.

Rochester Telephone

Rochester opposes the Justice Department's suggestion that wireline telephone
companies be. precluded from providing cellular service within their exchange areas.
DOJ's position would make it unlikely that smaller telephone companies would be able to
participate in cellular service. There are adequate remedies for Justice's concerns about
discrimination in interconnection, under state public utility laws and the antitru3t law:!.

Rochester reemphasizes the need to have a flexible number of entrants. It believes,
however, that rules must be set before any auctiorul or It>tteries are employed.

spec
SPCC is encouraged to see that its position on the use of cellular systeIrul lIS an

alternative mode of local distribution has strong supporL Cellular is at the very least a
potential competitor with wireHne distribution, and is not merely a new generation
mobile telephone.

AT&T, in discussing the use of cellular systeIrul, for other than mobile purpoees, says
the primary corultraint for the "average" customer is cost Users of cellular systems will
not be "average", however, and may be willing to pay for the convenience of portable
service. SPCC cautions the Commission agairult developing restrictive policies for cellular
Sj'SteIrul. The FCC's policies should not limit cellular SysteIrul to traditional mobile
service3 :ind should include only the minimum technical standards necessary. At least
two competing systems should be authorized per area. Measures should be taken to
prevt:nt anticompetiti.·e effects due to the participation of wireline carriers.

SPCC opposes AT&T's proposal to ensure availability of frequencies for wireline
carriers, and it oppoaes Motorola's one-per-market concept These proposals would have a
fatal effect on competition.

Telocator

Telocator, in its reply comments, responded to the comments of several parties in
respect to a number of issues. Regarding the establishment of competing SysteIrul in a
market, Telocator reiterates it" position that up to two systems per market should be
licensed. It opposes the suggestion of AT&T that if only 40 MHz are allocated, there
should be one 40 MHz rather than two 20 MHz systems; AT&T did not disclose the
assumptions underlying its conclusion that a 40 MHz system would be less COiItly.

Telocator strenuously opposes Motorola's argument that there should be only one 20
MHz cellular system. Motorola's main contention, that cellular capacity should be cut to
preserve additional spectrum for private radio licensees, is categorically rejected.
Motorola's own data, moreover, supports the conclusion that there should be two 20 MHz
systems per market. The cost" per subscriber, after a threshold point, are relatively
constant whether one 20 MHz system, two 20 MHz systems, or 40 MHz systems are
licensed. Motorola's argument that beCore this threshold point is reached a single 20 MHz
dystem will be less costly (and that the threshold will be reached only in a few markets
for many years) is suspect for two re&SOrul. First, Molilrola's conclusioll3 are based on a
limited view of the demand for cellular service. Second, Motorola hues its COiIt results on
implementing its full .cellular design' initially, rather than the simplified 8~UP
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